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Preface 


The scopeyotiethis paper ismmennined to an anal oncmo. 
the currenigwJiGUN=structure jn relat ilonmpemrnie press; cso. 
further standardization which are present in the developing 
Resource Management Systems of the Department of Defense and 
the Integrated Wnformeation!Systems*of themes. Marine ~ Corps. 
The use of Automated Data Processing Equipment presents an 
opportunity through standardization and centralization of the 
financial management processes, which include the JON, to 
develop a comprehensive and beneficial information system for 
use by unit commanders tnrough-all reporting echelons. A furttl 
eeandardized JONMStructurme iS ane important partwim the estan ie 
ment of the total information systems concept within the Marine 
mops . 

The writer gratefully acknowledges the materials 
made availaple throughout the preparation period for this paper 
by Headquarters, Marine Corps personnel and their demonstrated 
willingness to render constructive comments and criticism as 
requested. The views and opinions expressed are the writer's 
own, based on the information gathered, and are not intended 
Mem represent an official position of the Marine Corps, unless 


soeumentation 18 so included. 
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INTRODUCTION 


Expenditure authorizations issued by Headquarters 
Marine Corps, in the form of allotments, may be administra- 
tively control bed througn the 1sstiamececuamtse of Job Ondense 
Each office or section, as authorized by the commander, will 
establish Job Orders to provide for the accomplishment of 
poeecirre Work, or to accuml Pate rout (ememmaccurring G05 tS, 
within parameters of overall guidance provided by Headquarters. 
The Job Order Number (JON) is a procedure adapted for use in 
the task of accounting for the expenditure of public funds. 
wie JON 1S an integral? part of the cost accovntime procedures 
utilized by the Marine Corps. } 

The JON is so designed that each expenditure is 
femcinfied to the particular organization function to Which 
it applies and by decoding the job order number provides full 


| 


appropriation data. The Job Order System is considered to 


be one of the most important financial management tools.¢ 
The Commandant does not now prescribe the type of numbering 
systems that are to be used by major stations, except that 
the JON'S will not exceed fourteen digits. In addition, the 
mest three digits are prescribed by a Marine Corps Order 


meat 15 issued annually, which consists Of the TUnd code 


designators and applicable Fiscal Year notation. 


hy. Ss. Marine Corps, Finamemal Mecounting Manual 
(FAM), MCO P3700.8A, 27 April, 1964, p 2-40. 
ibid. 
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Omnipresent over the decentralization of the JON 
struct Wane WSe ad PEG UITeMmen tect Ques Ubiees td ES ovo boo 
Headquarters at designated intervals in an established 
format. These reports permit Headquarters personnel to 
a@egregate datagfromgal! rewort ing eum Se COm sc ewe cic 
information and reporting requirements of the commandant and 
ms staff. olnherant in the operation @omeine Jom syoten 1s 
a loss of effective time due to the need to train and retrain 
miscal/supply/maintenance personnel in tmemdecent malized tae 
Systems as a result of normal personnel rotation policies. 

The systems are varied sufficiently to necessitate a thorough 
orientation period for all personnel inputs. This orientation 
meriod results in a varying length of time which 1s Jost pricr 
to each individual becoming proficient in the system's 
operational procedures. As systems become more sophisticated 
through further use of automated processes, the loss period 
Wik iacrease in Significamce without a change to a mone 
standardized system. 

External to tne openating JON system, today, are 
events which can materially affect its continued applicability 
moma cOSteaceounting tool, unless it is updated aceordingly 
through a modernization process. The Department of Defense's 
Resource Management Systems (RMS) and the Marine Corps' 
Integrated Information Systems (145) will create a heavy 
impetus for more standardization in the JON structure and 


Meets dpplication at the usin@=@tnies. 80th systems are 





< 

operationally predicated on the utilization of standardized 
processes and procedures to obtain information that is usable 
in the command decision ae process, as well as to satisfy 
internal and external ee aey, requirements. RMS will, in 
addition, change some of the reporting requirements for the 
JON system. As the systems are being developed for use on 
Automated Data Processing Equipment (ADPE), they will 
necessarily function more effectively and efficiently when 
utilizing standardized input data for processing and 
evaluation at all reporting echelons. 

The need for further standardization of the JON 
System then, is closely allied to pressures that are being 
brought about through changes in management tneory and, also, 
in technological developments in ADPE as manifested in the 
machinéeémsaa ented “fotal Information Systems’ concept. “A 
quick review of some of the current discussion regarding 
axpoanding ukiligation of ADPEwas it is carried ever into 
the advancing systems of RMS and 1¢S is found in Chapter |. 
The financial accounting changes that are projected by RMS 
and ose as they pertain to the continued use of the present 
JON system, are discussed in Chapter 2. These changes 
include the number of items that are to be accounted for, 
as well as changes in reporting categories, and for the 
utilization of aggregated JON reported cost information in 


mucture budget preparation procedtires . 





ae 
Chapter 3 presents a breakdown of tne JON stnuctune 

as it is eStablisna@d, defines the Waweus tVoes Ona 

classifications that are utilizéd, and presents an overview 


of how the proposed 1¢ 


S Financial Reporting System will handle 
tne accounting data acclmulated Dy the Wim stem in mec tana 
informational requirements throughout the Marine Corps. A 
Summary and conclusions are presented in Chapter 4. 

A review of some appropriate terminology is felt 
necessary, since we are looking at a field tnat 1S growing 
rapidly. "Data" and "information" are terms that are often 
used interchangeably. The difference is small, but is 


appropriately delineated as follows: 


sin Strict Usage, intrormati On dasiremss 


fmon dala dineasse new walicss dn fon aoc 
Dart OT data that TS Of MOSt INteresc tomweme Waca 
Wiser. 


Lt. 1S. abs Owappare Nniethat there 1S. <cont us Giese ce aigenin 
the terms "program" and “information system". A program is 
a term which has evolved from the technician's dominating 


inflwence upon ADP systems and can be thought of as: 


ned Chapin, An Introduction to Automatic Computers, 
aemceton, New Jersey: OD. Van Nostrand @onpany, Inc., 1963, 


p 476. 





sa 

ee plan for the <auecnetions ole 1 cimmoied 
problem. A cGomplete prograinmmimelhides =p lansmion fine 
transcription of data, COdcdiigmRaGy the Dreces cum. wean c 
olans for the absorpelon @1 ee welts Mito tie 
system----the system being an organization, people, 
hardviare, and procedures that Operate together to 
perform a set of taisks 2 
"Information System" is found to have closely tne 

Same meaning it is used by management oriented personnel: 

"The means, either manual or automated, of 
converting data elements into action and/or decision 
information including the forms, procedures, and 
processes whicn together provide an organized and 


interrelated means of recording, communication, 
processing, and presenting informat lone vc avo 


~~ 


a definable function or activity. "2 

As information systems were being evaluated, interest 
Megan to be drawn to the aspect of obtaining specific 
information which management desired, rather than reading a 
neat printout of volumes of data which had been fed into and 
feantained by the machines. Changing to output oriented 
Systems vice the initial input systems and the added stress 
and concern by managers in extracting only relevant items of 
mmorthation for inclusion in print-outs has Vea temtice comeept 
Geetene “Integrated Information System’, or “total Information 


System." 


—TRobert fe Gregory and Rileiaidaaeeey dn not meme uiComd ic 
Data Processing Systems, Belmont, California: Wadsworth 
me lishing Company, Ing., 1965, p /Gg8 

4). S$. Marine Corps, Wavimem Corps lntegqrated 
Information System (1S), MCO 5200.10, 23 August, 1966 


meme |Oosure 2. 





"An achievement through systems design of 
an improved or broader capability by functionally 
and/or technically re | atime lomo einG reo Oriente) 
systems, oOr"py INCOrpOrd UinigmomeGn. 1) One Gimme 
functional or technical elements of one information 
system into another. The functional aspect of 
information systems integration emphasizes combining 
Or relating the pUrpoOses Of Eviomer Ore Whoa l1 on 
Systems; the technical aspects of information systems 
integration emphasizes the means of combining or 
relating the facilities, equipment, and/or data 
elements of two or more systems." 


ly.) oS. Marine Corps, Marine Corps Integrated 
Information System (12S), HQO 5200.8, 6 October 1966, 


mmclosure 4, p.2. 





CHAPTER JI 


CURREMDE STANDARDI ZAT ICN Mees sUris 


The advent of Automatic Data Processing Equipment 
(ADPE) has had a significant Wmpact ongeaehn of Our Mi yes) 
Daily, more peopite™aretbecoming aWare er stite™ capani fti1es 
of and the benefits that are derived from the utilization 
of ADPE. Concern is .vocally expressed regarding the 
anticipated depthwoftenange that Automatic Data Processing 
will ultimately have in our work environment, as well as 
the related effect it will have upon our Jeisure hours. 
Books and articles that explain developing applications of 
ADPE and their further influence upon us as individuals are 
avidly perused and discussed. Will the expanding adaptation 
of ADPE, in fact, create wide and sweeping changes in our 
day to day enwvitronment asedepictedmby the fol Weming@erceorors 
"While factory automation has already 
generated some large scale problems of change, we 
haven't really begun to feel the full impact of 
the new discoveries in computer technology and 
management science. The problems coming up will be 
concentrated at the managerial level. They will 
evolve from changes induced in organizations by tne 
combination of computers and management science 
information technology. "1 
‘Thus siméifect = westhint@aenret tine WomL7onta | 
Slice of the current organizational chart that we call 
middle management will break in two, with the larger 


portion shrinking and sinking into a more highly 
programmed state and the smaller portion proliferating 


IThomas L. Whisler, The Manager and the Computer, The 
moeurnal of Accountancy, January, 6g, ~p* 28. 


swe 
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and rising to a level where more creative thinking 
is needed. INere S600) ems oss saciis w lelicmmeclti Gl eercmeG beaInD 
Sa pe acy oe ou hr lit 


“Information technology should make 
recentralization possib] @ 3 sijeeiiaeeea |S Omo Dae cieewen tle, 
major reasons for detentralizavron. “Por “ean. 
Speed and flexibility will be possible despite large 
Size, and top executives will be less dependent on 
Subordinates because there will be fewer "experience" 
and "judgement" areas in which the junior men have 
more working knowledge. In addition, more efficient 
information processing techniques can be expected to 
snortennadically the ~feedb ack ito pmmnNmEoS bs ble 
accuracy Or Original ‘Observations ameaeceeic 1 onc 


"With the working day reduced almost by half, 
there will be a further redirection of energies now 
absorbed in bustling activities. Because human 
nature remains stubbornly human, some of these salvaged 
hours will be idled away pointlessly, or otherwise 
misdirected. Yet the new approach will increasingly 
remove the ingrained notion that leisure means "time 
POeKI I me bn ies Ol ce wa) “Gra dud i iy eo mac 
Custom, Given “the Socral” compulsion, tems DenamEene 
bDOnUS Of time for, living on projects of Mensona land 
social benefits." 

The number and uses of computers and their associated 
families of software are constantly and rapidly expanding. 
ADPE,Js accepted.as a means of accomplishing, designated 


tasks throughout a broad spectrum of our changing environment. 


lHarold J. Leavitt and Thomas L. Whisler, Management 
in the 1980's, Harvard Business Review, November-December, 
Moo, Dedd. 

tibid, p 43. 

3 David Sarno f fen Lhe Soci). ibacinory Computers. An 
Address given to the American Bankers Association New National 


peeconatien Gontrerence. New York Womltees air, loaJuly, 1964. 





Eo nee 
Volumes of data are processed by ADPE to derive information 

in a prescribed manner within a relevant time. frame that is 
usable by managers to control the effectiveness and efficiency 
Cfetheiyp~porganizations. ADPE ig. also Bleiinig tiede tere ther 

via communications media to moniter and aggregate the infor- 
mation gathering@i@activities,of a seri esiome wis Gaklations in 
order to effectively provide management with desired infor- 
mation when and where it is needed. The use of ADPE is 
becoming the norm rather than the exception as we look about 
us today. 

Fcomputers are now solid t@@lS sijmeomace 
exploratbiom, bus imess , eqgovernmentpsetranspomtation, 
medicine, eCducation andwimndustry. Onan via, 
level, Gompubers saffect most peeples Mives mega writing 
Disks, cahowhkating Day checks and WnSitaniim@mtned 1 ic 
jams. Computers have tneir lighter sides too, and 
have been known to write poetry, compose music and 
play a wily game of chess." 

In aa? GuegiasiaZ ad ON cetahemaciagys Dy leita Tee Dilan) ial Cee 
processing data in a short time frame is a prime requirement 
maw the establishment ofan .effectinue,,.cffiimeiant decision 
making process by management. In order to make the best 
Mee.of the.capabidities, of the computer, coneident with the 
aims of sound management we find a movement underway to 
Standardize the input data from the many functional areas 
that have been independently programmed within the organiza- 


tion. The standardized input data will tie together all of 


the operations of the organization and establish a common 


I"Computers Cone Of AgGelenion Olt,  AUigNS teem loa. 














ola (ie: 

basis for developing sownd decasion making ame accounting 
procedures, and evaluation and control teeniniques. Si ealiee 
Ci) Games, haSmalls cusme dy ythis current treme wmowards total 
systems implementation in an article titled, "Meeting the 
Challenge of ‘InfoySystems ‘ "ae wheme leges tase ce: 

"Computer systems are being intimately 
interwoven into the direct daily management decision 
making of the business. No longer is the computer 
real business world: it 1s becoming an integral 
part of that wold , ead it. | Sy nioc Ome. Tara 
we must learn to cope with it."1 
The pressure for Systems Standard Zou Tom cunpe mul 

being felt in governmental departments and agencies. The 
provisions of the Budget and Accounting Procedures Act of 
1950 and the recommendations of the Second Hoover Commission 
In 1955, deanideigroundwork from which Project PRIME, of the 
Department of Defense's Resource Management Systems is 
designed. The Budget and Accounting Procedures Act of 1950 
(P. L. 784) places the responsibility for establishing and 
maintaining an adequate system of accounting and internal 
control directly upon the head of each executive agency. 

ime systems, however, must conform to the principles. standards 
and related requirements for accounting prescribed by the 


fomorroller General of the United States. tne Second Hoover 


Gommission propounded that accounting systems whichadisclose 


Nec. Guest, Jr., Meeting the Challenge of "Info 


Peetems', Financial Executive, August, 966, p 44. 











=e ee 
all cost, whether funced or reniindedh are thes i ioscan cee 
to effective management and proposed a series of recommenda- 
tions which have been incorporated within RMS. Applicable 
recommendations are listed below. 

"]. That the executive budget continue to be 
pesed on functions®¥acti vi t ieee pmodects spi tebe 
redesignated assa “progranebudder 3a] his sprogram 
budget should be supported by information on program 
costs and accomplishments.... 

ace that agencies synechyenmacmumenn organi za- 
tion “steructires, buaget progam (Glitcm ea ti onceerc mG 
accoumal Man SYStens. . 

"3. That for Management purposes, cost based 
operating budgets be used to determine fund 
Bl PI RaNee aie ee 

"4, That government accounts be kept on the 
accural basis to show currently, completely and 
elearly, all resources and liabilities soneeeoce mon 
operations. 

Hh. Thatj as-a gen@ral policy, reliance be 
placed upon appropriate accural and cost accounting 
techniques as a primary means for aiding the effective 
management of Government activities.... 

"6. That in the Department of Defense 
accounting! procedures»be» revised»to ancludes military 
Dic, cseeomec CMenibenO TC OS. a” 

In May of last year, a Presidential memorandum to 
all heads of departments and agencies was issued concerning 


a renewed joint program in the development of business-like 


ly. S$. Commission on Organization of the Executive 
eeanch of the Government, Budgeting and Accounting: A Report 
to The Congress, Government Printing Office, 1955, (Second 


fe@over Commission), pp 3ff. 





69 Oe 
financial systems throughout the Federal Government. Two 

of the items for which immediate action was requested by the 
departments and agencies were to: 

~l, assure that biimaiteual seeDOTtls “am coset 
data provide adequate support for the planning- 
programming-budgeting systems. 

"a, oee@ tat the dgemereamm@amauers are 
given the basic tools they need-responsibility 
centered cost based operating budgets and financial 
eeports-for setting andeachieVv 1 nigmemiap ail TieG Oieat 
reduction." 

Cost effectiveness analyses are being expanded and 
refined through the inclusion of standardized inputs as a 
strengthened procedure for determining the efficiency of 
planned military expenditures. There is increased reliance 
being placed on a systematic quantitative analysis to deter- 
mine the most efficient alternative resource allocations 
within the military decision framework. 

Working within the standardization requirements as 
established by DOD, the U. S. Marine Corps has developed 
MUMMS (Marine Corps Unified Material Management System). 
MUMMS incorporates fifteen major functional subsystems 
broadly covering the field of logistics, which are as follows: 

YInventomy Contro] jest Ore seeme commit nig) 


Automated Procurement; Mechanization of Warehousing 
and Shipment Processing (MOWASP); Direct Support 


lu. S, President, 1963- (Johnson). Memorandum to 


Heads of all Departments and Agencies, 24 May, 1966. 
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ee 
Stock Control (DSCC); Technical Data Management; 
Applications; Provis1OMnGitemar Kes CiaveceDepet 
ifaintenance Management; Controlled Item Management; 
Budget Data; Special Progwanseepoly Bianagemene 
Information; Allotment Aceomme Mie! 
The Inventory Controlled Points (ICP) and the Remote 
Storage Areas (RSA) are linked together through AUTODIN 
(Automatic Digital Network). MUMMS is also linked to the 
Defense Supply Agency and other service installations through 
AUTODIN. The subsystems are operated as one integrated unit 
with data in all of the subsystems available to the other sub- 
Systems for use in preparation of reports and documents. 
-Oge.og phite, major yobjechimeis ins themdesianmod 
the system is to provide the capability for a military 
command to drop a punched card requisition into the 
communication terminal, and the data therein will be 
transferred electronically over to the ICP, processed 
through the computer, and the order for shipment auto- 
matically passed via AUTODIN to the subsystem at the 
RSA'S, where the requisitioned item is picked, packed 
and shipped."2 
The workings of each subsystem will generate consider- 
able data. fo provide ascentral point forsecodleeti onmanid 
processing of the data there is included within MUMMS, as 
shown above, the Supply Management Information Subsystem (SS16). 
Its purpose is possibly best described through a look at an 
Peecerpt of its concept. 
"A system of this magnitude (MUMMS) needs a 


pocaleopoint for collecting USsermie@ dara Trom all of the 
Subsystems and for collecting it into meaningful reports 


ly. oS. Marine oN a eee ‘iialte Corps Unified Material 
Management System (MUMMS), MCO P4400.70, 28 June, 1966, 
teed 90.10 |, 

cibid, para O101B. 
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for management personnel. fhe Supply Management Infor- 
mation Subsystem is desrqned to 1Uy Piri crisey wey o le 
within MUMMS. Tihks smbsuustierieswa | liniGoiionceic wall [ion 
the processes necessary to support this centralized 
material management approach. Each subsystem design 
includes processes for generating prescribed output to 
thisosubsystem (SS16).. SAIM MANO ss asiceiGenL clk JuleeniC 
collected in the SS16 data bank, from which it will be 
retrieved for integrated processing on schedule." 


This concept of joining functional systems together into 


one larger system for which common data elements are used for 
aggregating pertinent information is being extended within the 
Marine Corps through its developing Integrated Information 
Systems (12S). 12S has as one of its primary objectives, "the 
provision of timely, accurate, and meaningful information to 


Support "eommandeys dnd starts al all” e¢hell Gnesi aio Lan iimescl d 


n2 


command decisions. Another illustrative look at 12S is 


found below: 


"The }P2S is not communications , “display or 
computer taken separately, nor_is it oriented towards 
a single staff section. fhe [°S is a composite, inte- 
grated, flexible combination of the _ information act- 
ivities of the entire staff. The I1¢S must always 
serve the needs of the entire staff because the staff 
Supports the Commandant. It is imparative therefore, 
thav=tire, t-s proyrae cilmely ald dceUrace IirrOrmmdt mon "eo 


answer the What, When, Why, and How for the Commandant's | 


decision making process." 
ADPE has given management a medium through which data 
can be processed and information communicated to the appropri- 


ate decision making echelons within the organization in a much 


eth] Gece aiaat” cee) i ee 

¢U. S. Marine Corps, Marine Corps Integrated Infor- 
Metion System (12S), MCO 6200.10, 2eeAtgust, 1966, para ta. 

3U. S$. Marine Corps, Marine Corps Integrated Infor- 


mation System (14S), HQO 5200.8, 6 October, 1966, encl 1, 
mara 2b. 
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much shortened time, span... Because. ofthis capabi lity, ADPE 

has significantly altered the elaipen ema | conditions in which 
the Marine Corps operates and has resulted in an increased 
emphasis fore’ timely S vaccurate, and meaning au |» doteonmaity Ones PAs 
envisioned, I2S is to be a Marine Corps wide coordinated infor- 
mation gathering systems network which will be responsive to 
the resource control and reporting requirements throughout the 


Marine Corps and as directed by higher authority. 


“Continuing increases in the scope, complexity 
and tempo of operations in the Marine Corps have gene- 
rated a need to have a flow of information supplied by 
functional area operating systems and integrated infor- 
mation systems of fields...The system requires the 
development of coordinated manual, mechanized and auto- 
mated collection, transmission and processing proced- 
ures to translate data furnished by the Fleet Marine 
Force, the Supporting Establishment, the Organized 
Marine Corps Reserve and other appropriate sources into 
Suitable’ Trelatronshirps, Tormatsi, oredis piltay Seer wats Ty 
information requirements stated by the Commandant or 
higher authority."1 


125 js being developed to provide information on Marine 
Corps activities ranging from peace to general war. The 
ability to transfer information throughout theewariousefunction- 
al systems such as MUMMS, that are included in 125, ue @ arcesly 
predicated on the wuse ‘of ADPE tand a ‘consistent, swtandardi zed, 
adaptable data structure that can be used by all input 


a@etivities. 


"Information and data systems will be 
Supported by centralized files, when practicable, 
that serve aS a common data base for multiple use. 


"Information and data systems are not to be 
regarded as the exclusive property of a single command 


lu. S. Marine Coros, Marine Corps Integrated Infor- 


mation System (1S), MCO 5200.10, 23 August, 1966, para 2b. 


Ge 


or function Dut will be designed to cross conmancdeene 
functional lines when the best operational performance 
can be attained and when mutuality of interest or 
common need require. 


“Information and data systems will provide 
for earhy conversion of data into automated forms 
(source data information) and, when appropriate, 
channeling Gdathaesdimect freme@m@elirce GOBprocessing point. 


“Information and data systems will provide 
TOT. tie US ee Ommcrais LINO Ose Dee telecommunications 
faci llt ie Se aS a PO tio © Ce 
In addition to the standardization requirements mani- 
fested in 12S, the external requirements being established by 
RMS are themselves demonstrating a need for common standardized 


systems and procedures. 


“Resources Management Systems can be defined 
as those methods and procedures used throughout the 
Department of Defense that (1) deal with resources 
(manpower, real property, weapons, equipment, services, 
materials, and supphies), (2) are intended to assist in 
the management of such resources (planning, budgeting, 
acQuipsitijon, useg cansumptions stoyage, gad dic oosda on). 
and (3) constitute systems (they involve recurring, 
orderly ,cycles of sD] aud Ng. eae DOurt | Wide aide apa cK 
information). Resource Management Systems affect the 
entire management process in the Department of Defense."2 


The Management processes that are being advanced through 
RMS and I¢S resolve into accounting I: excites Ou 
bosmunees, 1. @., financial cost of men, Mabvemmals sand money. 
Pinworderm to scarry out. a program, it iS indeed necessary to 
have that program supported by the budget. No matter what 


u3 


anyone says, money talks. The planning, programming, 


lu. S. Marine Corps, Mari nemGompe integrated Information 


System (12S), HQO 5200.8, 6 October 1966, encl 1, para 3c ff. 


-Department of Defense, A Primer on Project PRIME, 
November, 1966, p 7. 


3u. S. Marine Corps Institute, Budget Formulation and 


pesrecimeron., mel 34.6b1, 2 July,eigo5, p l-3. 








= l= 
budgeting and appraisal processes are being interfaced into 
tne overall mission operation of themomgean Za uione wi 
continuous chain of activities. (See following page for 
a schematic of DOD'S Management Process). "Planning and 
programming without determining the funds required and the 
probability of obtaining these funds come just as much under 
the heading of wishful thinking as does the teenager's dream 


ul The use of financial accounting 


of a new Cadillac. 
operations throughout the management process is expanding. 
As the JON is an instrument used in the accounting for, and 
monitering of the expenses incurred in accomplishing assigned 
omens, 1t5 role in providing information for use Ga the 
Management process will enlarge. 

The specific area within these systems upon which we 
mame! focus Our attention 1s the accounting for resources 
that are allocated in accordance with approved budgets. With 
COntinuing emphasis on the effective utilization of resources, 
there evolves a need for standard based common cost information 
that will provide an accurate input for cost effectiveness 
analysis and for management control evaluation. The reporting 
requirements of RMS and 1¢S will permit the utilization of a 
Significant amount of common information, and in some instances 


will demand it, as we shall observe a little later. 


Leora e 
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IDepartment of Defense, A Dade eon SrogeCuen kit t. 





November, 1966, p 8. 





Cope 
IMPLICATIONS OF RMS AND 14S 


Marine Corps Management Personnel today need quicker 
access time to information relating tosticmeatauiseor sprog mans. 
appropriation levels, obligation balances, combat readiness, 
Supply status, the complete spectrum of functional activities. 
To increase the capability of having this information readily 
available and usable, is to place it in a standardized format 
into an automated system from which it may be withdrawn as 
needed. People cannot match ADPE in the ability to keep 
current on the status of the number of separate projects and 
programs working at any one time. ADPE with the ability to 
Gormrectly retdin lang@ewquantities of information euonmageadn 
elirent Stadms., aad inclusively, process the=aamility =o 
process data in relation to set programs is becoming more and 
more interrelated with the budget and accounting functions of 
cme Marine Corps. 

Within a short span of years, the program and budget 
review methodology within DOD has undergone marked change. 
The “budget ceiling" approach that had been utilized prior to 
1961 was adjudged inadequate in light of the amount of 
resources assigned to defense and the rapidly advancing 
technological developments in fields aligned with defense 
activities. The Secretary of Defense was compelled to cut 


mae squeeze the service budgets withit a ~budget ceiling 


Sera 








SO (hina 

imposed by the Bureau of the Budget. Such cuts on a vertical 
service by service basis resulted in unbalanced programs that 
could not be referenced to composite defense plans. 

The "budget ceiling’ aoe did not promote 
effectiveness nor efficiency in its operation. Charles Hitch 
has stated, “its consequences were precisely what could have 
been predicted". 


"|. Each Servi Cemeeiicadetomexererse sits 
own priorities: 

ad. TaVOY WMG le SO VinmmUtmnctre slihS Ss Os 
to the detriment of joint missions: 

D. SULT V inigmeu Gres dece yan (ieumechy O/UIM cla Onn nt O10 
an increased share of the budget in future years by 
concentrating on alluring new weapon systems; and 

Ge DY 0 eciotnGeEn ene Vey — cl lS izeme 11 tS 
own Torces even at the cost Of Teadiness...- | 


"2. Because attention was focused on only the 
next fiscal year, the services had every incentive to 
propose large numbers of new starts, the full cost 
dimensions of which would only become apparent in 
subsequent years.... 


"3. Almost complete separation between 
DUdGe TING dA Deeiieliseaiy =») la niiener 

a. these critically important functions 
were performed by two different groups of people.... 

Dep DUdGeT CONntrOl WaseexcrelSedmpy Lie 
Secretary of Defense, but planning remained 
essentially in the services.... 

c. whereas the planning horizon 
extended four or more years into the future, the 
budget was projected only one year ahead.... 

d. planning was done in terms of.... 

Ol pies. Sere TNC os. TN berms. Olesar nip Ul Seneca 

e. budgeting, however crudely, faced 
up to fiscal realities; the planning was fiscally 
unrealistic, and therefore, of little help to the 
decision-maker.... 

f. military requirements tended to be 





a i .5 


a 


stated in absolute terms, without reference to 
whe | 1emmeOIgel See” 


The Programming system which followed gave rise to 
the cost effectiveness analysis as a procedure to compare 
alternative methods» for solving defense problems, Cost 
effectiveness analysis permitted a rational framework from 
which to assign wo thre services portions of the tomeieetense 
pesture. Dueetowethesfaetethat the national Preseiieceer aqreminot 
Umlimited, the total resources available for the defense of 
the nation are further constricted within the framework of 
the economy. A procedure was tnen advanced to arrive at 
decisions on alternatives established within the resource 
capability available for defense use; that procedure was cost 
effectiveness. The cost effectiveness approach was a large 
Seep towards the developmentiof project PRIME. 

Pro jeter PRIMEGe theattepionstion of RMS Seo be wacrcomp lished 
Bye il July, 1967; sr designated as a system to assist managers 
in obtaining the volume and timing of information needed for 
Ome decision process. The impact of the changes to be 


emerpected by Progect PRIME can be described in short as: 


“li. Pwoyjyeet PRIME 1s concernedeyith 
operating resources, as contrasted with investment 
resources. 


"2, Programming, budgeting, and management 
accounting will have an integrated structure. This 
means that the information used in these three systems 
Want bebies COms1s ent . 


——— 


ICharles J. Hitch, Decision liciwmncemner Derenge:, 
pevkiey: 1965, pp. 24-20. 








ae 


"3. She. focus. 1S. Oiipesan eis crs eel) 
the resources consumed by organization units in 
Carrying out their Dart (ae The son odie s ee 
Programming system provides rough data on expenses 
by program element, but the present budgeting and 
accounting systems provide no information correspond- 
ing directly to program elements. In the current 
budgeting and account imgm@sys Tense mp cienici smo all> > 
to 20% of the resources actually used by an organi- 
zation are Pepormvedmas costs Opmeiat ond cimeached Ole 
a Tne long-range 90a] 1 Smo pela cdiciaume organization, with 


100% ofthe meas uraberewes expenses eihat TtUsOCell nse 
1S abets the wWretepts estamlisned Tors Frojeceer hire . 





as it is being developed for commanders, "to assist the 
commander and his staff to analyse information and grasp the 
situation at an accelerated rate, thereby speeding command 
@ecision tnd contol It permits Whe commander to ct yepacher 
than react, as the system will approach real-time operation. 
The performance of the system is characterized by speea of 
mrormation handling, processing, and accuracy im operation. "2 
RMS and 1¢S are complementary systems in their 
golication to management operations; being directed at tne 
effective, efficient management of available resources. To 
evaluate managers on their use of resources effectively 
requires a uniform procedure, including such segments as 


standard cost data, accounting and budget formuiation 


Meocedures. Ihe philosophy of the developing Systemsmpecomes 


IDepartment of Defense, A Primer on Project PRIME, 
November, 1966, pp 13-14. 

cu. S. Marine Corps, Marine Corps Integrated Infor- 
mation System (14S), MCO 5200.10, 23 Alig aie een Gone cic lle 


ard 2. 
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workable and manageable through the availability of ADPE 

and their manifest éanaba mies to accept the voluminous 
inputs which are to be generated, process this volume of data 
Within established program constraints, and orn soummeor 
transmit the necessary information in a prescribed manner 
within a minimum time period. 

The systems are directed to commanders, for he who 
commands must also manage--manage his organization and its 
operations within the constraints of resources available to 
him. 


a. Financial management is the administrative 
control over the resources with which the commander 
Will “decane lish his) mrss 10m, 

"b. Financial management has no bearing on 
the determination of the commander's mission, but 


will be a primary consideration in determining both 
the means and time-phasing of its accomplishments. 


c. Quantitative and/or qualitative adjust- 
ment may be required in the commander's mission as 
the result of fimancial (ind) laivapteac route, 
The responsibility of command will continue to be 
the accomplishment of the organization's mission, however, 
emphasis will increasingly be placed on the amount of resources 
consumed in acconplishing the assigned mission. The procedure 


used to aggregate the costs of the resources utilized is the 


wOnm as an adjunct towestablashed accounting procedures. 


ly. S. Marine Corps, Marine Corps Commanders and 


Mancial Management Manual, MCO»P/300.9A, 1 Februany 1965, 


oe . 
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The result of the funmctrening Of n> cand 125 will be 
to provide operating managers with more clearly defined goals, 
a positive proceduréaioameds ure sand check sone hovienvien) malic 
goals are being met, and also, a procedure whereby a manager 
can evaluate himself and be evaluated on the effective use 
of the resources made available to him. With the capability 
Go moniter hiSmown effectiveness, thermalager 1 Se qvieeia tame 
be positively motivated to exercise good management principles 
in the executions ofyassigned missaons. Of atrong influence 
Gimcne manager will pe the ever present Bvaget WT tine igen 
femmust operabes and sine eapecthods,0f account Miteused te 
accumulate the expenditures from the available resources as 
they are incurred. 

As our analysis is to remain within the financial] 


aa as they influence the 


accounting aspects of RMS and I 
need for a further standardized JON, we should also remind 
ourselves of the interface between the planning, programming, 
budgeting and appraisal processes. Programming and planning 
mee peing carried on continuously in anticipation on iuuure 
meaquirements. Budgeting is, the cyclijeal, sangle yea sc@ment 
Or those plans,and programs, changing@costs initiomapprepmia- 
tions format for the annual budget request. Also, on a 
G@entinuing basis is the appraisal proeess > chew tamely and 


Mopartial analysis of all essential imformaition imporder to 


peeluate thie progres SWeeiTectiveness, eiricrency sand (pelanec 





a) ae 


of the total aif Rola 


Taken together, the functions of 
planning, programming, budgeting and appraisal: 


"a. Are performed in varying degrees at all 
levels of command. 


"b. Have a definite sequential interrelation- 
Ship although they are all dynamic and therefore are 
performed concurrently and continually. 

"c. Must be responsive to the needs of 
internal management and the requirements of external 
agencies. 

Gd. maenerate and sustain 2@ family eons eudiese 
plans, programs and budgets that are mutually 


Supporting and share a common stream of data that 
Canoe Mepaee dei oun One JOGCUMEN tT to vanolien. 


e. May involve computer applications and 
utilization of data _ processing equipment at higher 
levels of command." 

The establishment of the programming process to 
precede budget formulation has bridged the gas between 
planning and budgeting. Thus, by linking planning and 
budgeting in a unified planning, programming, budgeting 
decision-making process, it was possible to produce a single 
DOD look at future requirements, the "Five Year Defense 
Program. " 

"The program projects not only the military 
forces needed to meet the requirements of our long- 


range military plans but also the personnel, equip- 
ment, supplies and installations to support them. 


ly) oS. Marine Corps, Manual for Planning and 
mmogranming, HOO Poilzie2s January, 19655 Hara P0042 7= 
cibid, para 1000.3. 
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In addition, the prodrammeprogjeers Tie] Winco ces 

of these resources, thereby sper tiie smo nicmipeic 

decision-makers to assure themselves that the program 

they are planning is financially feasible and attain- 
able and is providing a sound basis for the develop- 
ment of Otic annualebudaet eaten cusnOme Omi ccicns 

Ideally, with the planning, programming, budgeting 
System, it should be possible to utilize the first year of 
the five year plan for budget formulation. Essentially, 

Mgepe are two reasons why this cannot be done. initially, 

the review process is necessary to bring the cost data into 
line item ce | aaron and bring the program within the 
budgetary guidelines received by DOD. Secondly, the programs 
are not,stated in appropriation terminology. fhe budget, 

then, translates the objectives set forth in program terminolog 
in the Five Year Defense Program into the financial accounts 
prescribed by law. 

The annual budget will continue to be the means of 
obtaining funds to implement programs, or anotner way of 
Booking at itis, the approved guidelines for tne expenditures 
of the funds appropriated for that program. Budgeting 
emphasis will change from a compilation of dollar amounts 

lBert Mogin, Director, Financial Management Education 
and Information, Office of the Assistant Secretary of Defense, 
(Comptroller), in an address to the students of the Navy 


Graduate Financial Management Program, The George Washington 


University, 2 November, 1966. 





5 AO ie 
within functional categories (Marine Corps Personnel) to 
the application of appropriation Costs within the program, 
budget/account structure (Marine Corps personnel costs 
applicable to a specific program). The budget will change 
to explicitly show the relationship between resources shown 
mm the budgets and military missions. “siutdd@ema saci oy 
will, however, remain cyclical, concerned with single year 
Segments of the SE Wuit and programm ceenune ements 

The Responsibility Center's budget requests, which 
mre foOrWarded for review and approval ere expected Under the 
developing systems to more closely approximate the actual 
costs that can be foreseen through planning and programming. 
The projected costs, which the responsibility center will 
use in preparing its Expense Operating Budgets (EQB'S), are 
to be taken from current and past records corrected for any 
known changes that will affect the costs during the operating 
cycle. These cost inputs will be taken from information 
aggregated by the financial accounting system utilizing JON'S 
cScmd PYimery Ssolimecior ainput data. “Sineemvecon dade 1s ca | 
Pecountings datdwprowdes.the principal Basi se cima 1 Vie 
at sound. estimates of funds required for future performance, 
the importance of accurate fiscal records and reports and 
realistic estimates is obvious."! 

ly. S. Marine Conpselnsiti tutemeeiager Formulation 


cme Execucicn., MCI 34.6b1. 2 July, 965s 5 I-66: 





Se 

The expense budgets are anticipated tomake it easier 
to estimate requirements, and £0 3s (ig eo i nie ie seein 
a rational manner. Tne previous budgets being slanted towards 
inputs (MaMigiary Personnel , ofuc] nye cm eon cman 
Upswith actual goutputs.  Livihe redtoreuicwd eres 
establish what was proposed against what the proposal was to 
cost. Under the new expense oriented budget system, the 
Garficuity in determining the expected results and corres- 
ponding, anticipated costs should be eased for all levels-- 
maonm field inskattations .to the secretarial level. 

Below the program element level, uniform functional’ 
@massificationsswid) be used in order to plan for the 
Meilization of resources for a specific project, and moniter 
tne effectiveness of the use of tnese resources in the same 
manner; jJargely Dbudget review and analysis of planned costs 
g@emmeacainst actual costs. 

"This is a major change in the system, a 
uniform accounl Structure Wi ecient eros 1S Lec ¥ 
among tne program, budget and accounting systens. 
Resoure@s Gan De planned f0 ieee pepe ces. 
distributed according to tnose same purposes, and 
tneir use measured in exactly the same terms. MTnis 
structure will be employed for both preparation and 
execution of operating budgets. "1 
CaciuiestO aa nstitutegd Ii ees unc oure 

and procedures will also nave an impact on budgeting, for 


budgeting and accounting are an integral part of effective 


financial control and of efficient management. 


———ee eee 


IDepartment of Defense, A Pager on Projecr PRIME; 


ee 


iWovemper, 1966, pn 43. 





“Budgeting and accountinagsdata form sessenti a! 
elements and provably the most important elements of 
the general system of data required by officials at 
all levels of government from program and activity 
Supervisors, to miniSt@y~s aii = eo ed Garo cian 
making within the nation." 

Prior toO-PT-1953, tne respons ipmmlepe son emt re) 11) anienpan 
management of the Marine Corps was carried on at the Head- 
Gtarters, Marine) Corps level in bo Cietoiigeee saicerceeout tang 
aspects. Beginning with July, 1964, however, the military 
services were re@urrcd not only Co peep esr GecianjusStidy 
budget estimates, but also, to establish and adininister 
specific programs to account for and report on the cost and 
performance of identifiable function programs and activities-- 
Performance budgeting. In FY-1955 a program of decentraliza- 
tion of financial management was out into effect. Included 
jeene plan was provisions for tne allVotting on 7unds to 
fred commanders ,@and pkr@vision for Ghiemr actiivesoartic: Dat ion 
meecne budgeting of tne’ funds. Otner ° reasons for tne 
decentralization of financial inanagement in the Marine Corps 
at that time were: 

"a. 70 give tne commanders financial control 
comparable ®o their “control 1 Othereareas, oF 
resnvonsibility. 

"Db. To develop cost consciousness in all 
Dersonmels that 15, a More tCNOPOUGIIRS sean O71 


the dollar value of material being consumed and 
Serv 1ees emo. Drocurred. 


ee 


cual O nrai@emaval lap lemipo field conmands 


er a CR 


ee Reece Harrill, A Unified System of Governmental 


mecounecs, Ine Federal Accountant, Ninter, 19o4 5p. 5: 


te 
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and mor 


2 realistic and accurate Gat aque aye 
Di OESIO.S 


"d. To provide the Commandant of the Marine 
Corps with a method whereby he may insure more 
efficient use of the resources made available to the 
Marine Cores. a 
As a result of decentralization won Gites aageme a 
management function, procedural differences in determining 
and accounting for costs developed at the field commands. 
ire advengy af computers and their groming ull Mize ti cueein 
the financial, field highlighted the differences, and caused 
Pecernal revisiotig.ai thin tne systemns--turneds Gikeme Gowanus 
more uniformity. 
The tntent of accounting is being cnanged because 
Of the standardigetigmoprograms. Accounting orecedtyes sane 
Peng forhulatedeto Siift towards aggregate expense accounting 
in relation to approved programs instead of accounting for the 
Seerce, avpi ital onmamd Status of appryouriateainas:. 
Mith Cie” existing acc own ings ys een tie 
total cost of a programn,--in the terms in which 


oyog iran da@elsSilONs are hade--Oreiimemmec aie Co oshmon 
managed organization can, at best only be estimated. © 


2 
To be able to evaluate performance to plans also 
meandgs impetts to change to an expense accounting system. 
A Corps Institute, Budget Formulation and 
eee | ees GE B4e6b1,. 2 July. 1965 , spianuae io 
“Dapartment of Defense, A. PYIMey soe oy Cte ey. 


Movember, 1966, p 49. 





ee 

The Honorabte Robert N. Anthony, Assistant Secretary of 
Defense (Comptroller), in an address at the 1966 Navy Supply 
Conference presented reasons for changing to expense account- 


cea NDC esas hOMmentsS.: 


"In order to obtain congruence between the 
goais of the manager and those of the whole organiza- 
tion, we must be able to compare performance to plan, 
and resources consumed to work done. Obligation 
accounting dives us meither of these relationships. 
Therefore we must snift to expense accounting." 


To achieve this desired congruence, accounting 
procedures will be changed in four major ways. 


"1, Costs of military personnel will now 
be charged to the pregrams and units where the 
personnel work. 


tT -_erooropriations are being puri 11a sso 
that only expense items are associated with tne 
operation appropriations, and only investment items 
with the Procurement and Military Construction 
appropriations. 


"3. Working capital funds, which hold 
assets in suspense from the time they are ordered 
until they are received by the final user, are being 
extended, so that operating expense accounts reflects 
only the expense of the items consumed, and not the 
cost of items acquired but not yet consumed. Sorking 
capital accounts are being established for locally 
procured cCommeeae tllya t "sery1ces. 


Sunil torm expense decount strveuume 


is being prescribed so that accounting information 
is collected in ways that are useful to the operating 


IThe Honorable Robert N. Anthony, in an address given 
at the 1966 Navy Supply Conference, Harrisburgh, Pennsylvania, 


4 May, 1966. 


ee 


manager and also are consistent with the information 
needed for programming and budgeting." 


The biggest single element brought under the new 
budgeting and accounting procedures is the costing of military 
personnel by units. Military personnel» M. PO=ue roo 
budget accounted for 66.1% of the total budget. See chart 
‘on following page. Due to this requirement, military personnel 
costs become a factor in the aggregation of costs applicable 
to any Job Qrder to which they are assigned. The JON system 
mit bevadapted Lo aiMow inciusion of this added cost siinmeomden 
mom correckly account for ane total reauired Job Orderetoguce 
DOD has established a structure of applicable cost accounts 
in accordance with the functional or sub-functional categories 
applicable to RMS. See Appendixes I, II, and Pals 

All services provided by Military Personnel to a 
mission organization must be budgeted for, and will be 
@iarged to the unit. All military personnel, with the 
exception of combat units, must be charged to a program, 
project and/or function in accordance with performance of 
aimeres. For combat units, total accumulated Standard costs 
in aggregate by organizational units will be utilized in the 
gGeeounting process. Other significant changes are the shift 


jmemonasis from obligation to expense accounting, the 


lDepartment of Defense, A Priigeon Project PRIME, 


November, 1966, pp. 50-51. 
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CY 1965 Maas Goaes Budget! 


ee ee 


IMarine Corps Institute, Budget Formulation and 


meseution, mel S4.6b1, 2 July, 1968, p 2-2. 





34 - 
realignment of Which costs are expenses View eee 
and the use of Working Capital will be expanded, holding assets 
in Suspense unti! consumed. 

To provide a common basis for the military departments 
and agencies to use in reporting expenses by operating expense, 
budget entity, program elements, functional activities, and 
types of resources consumed, the uniform expense accounting 
Structure 1S being implemented by DOD. The requirements 
emwers only the expense data required by tne Office of the 
Secretary of Defense, giving to each Military Department and 
agency the freedom to amplify the structure to meet 1ts 
Specific management needs as long as the subsystems created 
permit aggregation to the uniform expense structure. The 
expense accounts themselves, in other words, must be structured 
to be consistent on a summary basis between services, and 
also with the programming and budgeting phases of the overall 
Sactem. 

dow then does a further standardized JON fit into 
this changing picture? It is needed to enable managers at 
all ecnelons to feed information into the integrated systems 
which is compatible: information which can be accumulated 
by the machines, massaged, stored, and obtained wnen needed 
to determine program status; to ascertain approvriation 
balances, to enable tne echelon of command or management 


responsible for a program or appropriation to moniter the 





—— 


ob 
developments for his own requirements, and to be able to 
respond to queries ‘from higher authority in regard to current 


Status in a minimum of elapsed time. 





Cadel eae 
NEw REQUIREMENTS FOR JOW 


The Departiiemesot Defense sias @orces cial oe cn 
Gconjunctton with RMSeecol lection Of expenses 57a s Ue ioe 
mitegories, that is. classifying expenditures by their 
meecific Durpose. dite prescribed funcuronal categories edo 
fee encompass the FUP spectrum of Navy and Marine Cones 
management information requirements. Additional accounts 
have been developed to supplement the functional accounts 
amc are called sub-funetiona! categories. For illustration, 
a summarized breakdown of the assigned functional categories 
and the sun~functional category codes applicable to functional 
category D are included as exhibdits | and 2 beginning on 
page 61. The functional categories are designed to collect 
expense information for one or more of the following reasons: 

"| Weiintiemeost of tie Function, Isard reds 
meet restrictions made by the Congress or to meet 
the needs of outside parties. 

‘Cs MT Olam ONeGhetulercOSt Of af UNcminon 
is USerUlMmmedecidingeon tne authorization tobe 
nrovided tO .qimenecid imag vacuivy ity 

"3. Ine cost of the function provides a 
Gontroletotetmeried to ah Underlying costeaecounting 


system needed for management of the function; and 


"4. Tne cost of the function is useful in 
making comparisons and special analysis of cost,"l 


ly. S. Department of the Navy, Financial Management 
or Resources, NAVSUP p-3000, p 2-31. 





Ge7 -- 
To accumulate the costs mela ta 1c romcmecn ine mle) con 
sub-functional category that are required for detailed 
analysis, specific cost accounts have been designated. Those 
sub-functdonal categories fot reguaning amy sandal ys 1S | icone: 
ane assigned to a gemeral account. cose acoommemoode 1111. 
Ihe cost accounts applicable to sub-function D> Weare 
meenppendix TII in order to show thelr ceri vauron-. 
TO Provide Continuity to the cost deeunimld cilom 
process and conjuncturally, the budgetary pdrocess responsibility) 
Seemcers will be established. A responsibility Center tcaean 
Organizational unit headed by an officer or supervisor who 
is responsible for the management of resources in the unit, 
and who in most instances can significantly influence the 


é Parts 301 dey CSOs 1) ieee 


expenses incurred in the unit. 
center are cost centers and sub-cost centers, organizational 
entities “for which identification of costs is desires and 

which is amenable to cost control] through one responsibility 


3 Specifically, a cost center will be the major 


Supervisor. 
departments of a responsibility center, sucha the Comptroller 
Department or Administrative Department and the sub-cost 
center is to be a branch or section of the Department. Sub- 


eost centers are tisedywithin a cost .center to 1deniuiy specific 


organizational segments for which separate reporting is 


libid, p 2-43. 
ecibaicl...a0 Mio - 
Sibid, p 1-4. 
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required either to facilitate control "ot costo mores 
accumulate information needed for reporting purposes. | 


"Each expense identified toa functional 
category ,.subfunct Wwotiddlsy Cavegioiey 060 See Clam 
Sub-cost center will also De Tdentinied to as nce imc 
expense element." (See Appendix IV). 


Such expense elements will permit the accumulation of 
dollar amounts identifiable with the,snecific posting of the 
job cost and provide a base for comparison against budgeted 


mm al Locations . 

AS. pueviously established . OUdgets for TUCUrC wer ods 
will be expense oriented budgets, or Expense Operating Budgets 
m-08). Integral to the tinancia!l aceouncing= 10r aieeub Is 
ene JUN and tne Job Order Record used to vecord dit charges 


ifoeeeme JON Order. 


-ACtIVitl] 6GSwaccounti ng, TrOrecx Desc. OD occa tame 
budgets wall GewelloD a job StYruimeure tC movil certo, 
the accumulatwon OF accrucd GoOSts. Mire wee ieejoD 
order structure" will include any assignment of codes 
for the purposemwog accumulatinc.s diigaocri iG sagecir: rng 
information. A Navy-wide job order structure will 
not be prescribed because of the variation of require- 
ments; nowever, the locally prescribed structure must 
begdesigned fol producevace med Costs, di ole. cot 
center level and the sub-cost center level. The 
job order structure must be so designed that other 
required cost reporting ‘requirements can be obtained 
where realired,.yin addaptg Gm, seme BIOL Ode) mSterucrune 
must also provide devails= by 4 Ue bromcl) se ciee Gioia, 
subfunctional category, and expense element when 
such.ing£ormacjon Ws novwderived by otmer meuiods. 


lipid, p 2-94. 
tibid, p 2-95. 
3ibid, p 4-5. 
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The ‘farine Corps Financial Acecoun eG iam sue ee 
designed to provide procedures in compliance with statutory 
requirements, DOD pyegqulationss and. thes Coanmanidan ts. ecii wee 
ments for administrative control of aporopri ated siunds. ne 
accounting system is designed also to meet the objective of 
establishing uniform records and enabling the preparation of 
menicard fiscal reports by alla Ch 1 Vdubi ese 

"AS the budget and accoumis nges tie t ee 

designed along functional linesse it ms impertane 

that. al lcos ts. be oeoneriy ciiass 1 dai C deiinsomd ia 

accurately recorded against the applicable budget 

Diem CGS avi) tl Ties emai ap ug ajlotments and against 

errr USE” MUmmeen Oneal care oli lsee 

The reports generated by tne accounting system are to 
provide information to tne Commandant and Commanders in the 
fered necessary’ to: 

"a. Insure that purchases and exnenditures 
of public .preperty and receipts and expend) iiges Jom 
public funds are legal and according to prescribed 


regulations: 


De. PEOVIde a SVS CEM Oc D tididiesic igre Giamanl 
of expenditures: 


"e. Provide for locamrecurcrolot cumin &s 
and fix the responsibility for any over-expenditures 
OT airoenrents : 


"d. Furnish information concerning the 
financial operation of the Marine Coros: and 


Cc 


"e, Furnign information necessary for 
budget estimates.” 


lu. S$. Marine Corps, Financial Accounting Manual (FAM) 


MCO p 7300.8A, 27 April, 1964, p 1-4. 
cibid, p 2-23. 
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To accomplish the aimSmef the of inanGaa | accounting 


System a Standard job order sti Wg@eipencome iaui1nd) Of 1ourceen 


digits was adopted for use by activities of the Marine Corps. 


The standardized job order structure established uniformity 


within cost accumulation procedures, and yet, permitted the 


Subordinate commanders maximum flexibility to control his 


own organizational 


requirements as the operational 


and environ- 


mental situation dictated. At the major ground activities, 


the use of the standard JON is designed around a fourteen 


digit alpha-numeric designator wnich represents, in coded 


formate Significant account in¢idata iets isthe emcunamites 


are now Standardized, being directed and published by Head- 


quarters, tarine Corps annually. The remaining eleven digits 


are prescribed for use by designated commanders for accuju- 


lating internal/external accounting data applicable to their 


Own organizations, with certain limitations, dhe | imitations 


placed on the eleven digits are that they will be broken down 


into specific fields as directed by Headquarters, Marine 


ferps, as followss 


le 
Cee 


Program elememt, digits fou re ands fam . 
Job Order Serial Number, digits six 
through ten. 

Cost Work Center, digits eleven and 
twelve. 


Local Code, digits thirteen and fourteen. 





See 
Graphically, the JON appears as shown below: 
XX X XX Regex ax 

UG wecne om 
Eales Graal on ona 
Prod mag ene 

Job Order Serial Number 
Costwork Center 


he + ee a con 


Local Code 


The Fund Code is assigned by Headquarters, Marine 
Corps and is used toidentity; appropriation, subhead, Bureau 
Control Number, and authorization accounting activity number. 1 
As an example, for Fiscal Year 1967, the Fund Code NR en- 
compasses the following data; appropriation and subhead 
number 17x4913, BCN 26408, and AAAN 6/7001, the activity 
represented is Marine Corps Base, Camp LeJeune, North 
Carolina.* The Fiscal Year is represented by the last digit 
mi the Fiscal Year, 1. @., 8 represenbiiaeTr wus. 

Job Orders are now used primarily for the purpose 
of specifying what work is to be done, and when 1t 1S tobe 
accomplished. Its secondary purpose is to provide for the 


mecumulation of costs at or Dewow the rinctl Onan adecoune 


ly. S$. Marine Corps Fund Codes For Fiscal Year 1967, 
September, 1966p 2% 
tibid, encl 1, p 6. 


ae 

classification level. AS authorized by the commander, Job 
Orders ane established aby ache. fiigen or sae er 0 amine cma 
purpose stated above. Depending on the type of job to be 
performed the JON mayebeternedss peci fis, on Stand i aeeeane 
in conjunction with the two types, either open or closed, 
active or inactive: Appropriate definitions are given 


below: 

ten specifics oAejobeordermssued to 
provide for the accomplishment of a snecified 
job or parcel of work, and for which a summarization 
of all costs incurred in cennection therewith is 
desired upon completion of such work is to be 
identified ss aspect c Sormorder : 


"b. Standing. A jobt order "rss ue dito 
provide for the performance of work or the furnishing 
of services, as required, during a specified weriod, 
usually a fiscal year, in .connection With tne rou ame 
and recurring maintenance and operation of an activity, 
LSet On ie. den tlt edicdS ode Sal 2 ii) Ge Ou maOlieGolarananee 
Costs will be reported pervodweakly asmrecumred. 

'¢, Classifica ti on*byes cauus |) amor der aaa 
Marine Corps activities are classified as wither open 
or closed. An open job order is one which has to be 
issued and could continue to be charged. It will 
remain open until the work is completed or decision 
is made to do no work thereon or to transfer the 
work to another activity. Open job orders may be 
fumther classified tmto aetive mavallagle tor 
incurring cfhharges) or inactive —(notmaval lab emjom 
incurring charges because it has been directed that 
the work be postponed or stopped)."! 


AS required tor reporting Or Comtrodmoverad bens “cost 


aggregation for job order can be accumulated and posted to 


lu. S. Marine Corps, Financial Accounting Manual 


Gear), MHCO™p 7S00LCA, 27° ADFT lS o45ep 2-34. 





se 
the job order form. Specifve job ordersmarerc | ccedmupen 
notification byiproper authority? Stanedingegebe orders are 
usually closed at the end of each fiscal year. 

The JONewis theme a cos twaccounitiingmp new@e dure weuti lied 
to provide a record of costs for*the local command use, which 
will provide relevant figures that can be used in preparing 
budget estimates. To assist in this operation, EAM and ADPE 
equipment are being utilized and the accounting data is 
established within a station-wide JON system. By decoding 
the JON the full appropriation accounting data is provided. 

The systems as Se amas by the major commands are 
not compatible for inclusion into a standardized system. 
Sufficient differences are characteristic to the separate 
commands to make it difficult to derive a standardized code 
that would be applicable, without exception, to each of the 
reporting units. In order to continue to allow commanders 
the flexibility needed to resolve problems characteristic of 
their units it becomes necessary to establish exactly what 
amount of information is required by the reporting require- 
ments of higher authority, and standardize only that amount 
within the constraints of the reporting channels that will 
Dein use. 

How much data is to be required by 1¢S and RMS? In 
Ene rapid ljechanging and evo] Wing Siyst ems hi seen ree 
question resolved with absolute certainty. To be satis- 
factory, however, a standardized JON should be able to provide 
all of the information needs for the internal functioning of 


the Marine Corps Financial Management Systems, and also, to 





. eine 
Satisfy the Marine Corps reporting requirements externally. 
The requirements of the different levels of 

reporting will not necessarily be the same, and almost 
assuredly will not be for the higher reporting levels. The 
installation commanders will need-.to have pertinent cost data 
for effectiveness, efficiency determinations within their 
commands, while the higher echelons may need only the 
aggregate costs along program or program element lines. fo 
be efficient, only the necessary cost data must be handled 

at each level in the reporting @lael Ml. 

Internally within the Marine Corps the financial 
system will recognize three internal systems and their 
mmeerrelationships. {they are: 

"(a) Base Fiscal Systems. 
"(B) PuUnetToOnalebiscal soy Ss bemcer 
"(c) rés."l 

The interrelationships between the systems is shown 
by tne diagram on the following aged 

The base fiscal systems are proposed to ultimately 
Meoduce financial information automated to the greatest 
extent possible for the functional system. It is envisioned 


that the total inputs to the functional system will be in a 


li cadquarters, U. S. Marine Corps, ProposeenCigy van 


foe Financial, Mareh, 1967, p T- 
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completely automated form. From the data in storage within 
the functional system, summary data as required will be 
extracted and placed within 12S to satisfy the reporting 
requirements of the Commandant is Ss Panne, aateeercte rac 
reporting requirements. ihemmaicli ne ‘calpalpsiinsin ee icmcn elie 
to handle the volume of transactions to be generated by the 
a5 eM. 

To further standardize sth esl ONewayein ite waloipea 
to be at odds with the established decentralized financial 
management policy of the iWarine Corps. As we have seen, 
commanders are allowed maximum flexibility in the develop-. 
ment of accounting systems that are responsive to their 
organizations needs within the parameters of general 
regulations and policies directed by the Commandant. 

“Commanders will not be given a rigid 

(financial) organization pattern nor will they be 

directed how they snall carry out their assigned 

responsibilities. There is, however, the necessity 

FOkeodN ClttSON INgtielr ogan ZatonSeihese cl emenuis 

essential tO WLS —OuerTat nolcus 

In addition, we find that appropriations sponsors are 
responsible for “accumulating, reviewing, and reducing to 
prescribed format all cost data requirements WITT Ue tn 
Sponsored appropriation. "4 A trade-off between the policy 


er command freedom for setting 1tS OWh Tinmancial ddta 


accumulation policies, or having a common data gathering base 


ty. oS. Marine Corps, Financial Accounting Manual (FAM), 


meO P/300.68A, 27 April, 964, p l= 3" 
2U. S$. Marine Corps, Manual for Planning and 


Programminig, HQO 3121.2, 29 Januamy ee JO em ooe 
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must be considered in view of tie advancingmeys mens. wr 

the authority to establish cost accumulation procequ eos: 
Significant item of command prerogative in that the reporting 
formats for which the Gnformation 1S also dathereu dre air cemed: 
[ think not. The @ainS titatecan be accomplished Ehneaman 

Further standardization far outweigh any impingement upon 
command prerogatives. Policies don't command, people do. 

The commander's responsibility is to make the decision as to 
wierch “resotrces are Homber utilized inure’ como lreti onetun d 
mission within the constraints of the resources allocated ‘to 
him. Tne reporting categories to which the commander mom 
prescribe as they are directed by the Commandant will be 
eyeeended,y towaltow Tometie ae@cumuvatilon of costs ef resource 
expenditures in the manner in which they mst be reported. 

The further cewmtrallizatiow of cost accumulating and 
reporting methods will provide some definite advantages to the 
decentralized operating units of the Marine Coprs. The use 
of a further standardized JON will reduce the cross-reference 
nree@essingeatethe localflevelsS in order to provide lleaaquarters 
wieehtithe required reports. The procedure OT accumulating Costs 
in one mode and reporting them in another would be eliminated, 
ween resulting Savings in processing cima and in manpower 
(han, | Z osb ON. 

The further standardization of the JON will negate the 
requirement for retraining of fiscal/supply/maintenance 


Hersonne!l upon transfer to different duty estat Ooms. alii oem 





Sao: 
result in increased knowledge of the systems operations and 
the efficiency with which it is employed. The time lag 
between when the individual reports for duty md the time he 
can be fully utilized in the position to which he is assigned 
will be brought to a minimum. 

A further standardized JON will further eliminate 
the misunderstanding of essential data elements and their 
meanings between various levels of command. It is difficult 
at present to use terminology with which an individual is 
familiar when communicating with various units, as the terms 
may not necessarily be considered synonomous by the two units. 

Possibly the greatest immediate disadvantage from 
using a further standardized JON is the necessity to change 
the unit systems that are now in operation. tThere will De 
a Signifeantecost factor In changing systems "titat ane 
operating, besides the personnel retraining that will be 
necessitated. However, this can be viewed as a one time 
program cost, which must be considéred™1n relatrTon to* the 
long term benefits. In this vein; the amount of Cost that 
will be incurred in the change over of systems will be the 
lessor of the two probabilities. The obvious benefits that 
can be obtained from the use of a further standardized JON 
system lend positive credence toward abatement of the one 
time cost considerations in view of continuing effectiveness 


and efficiency. 


~- 49 - 

An immediate question that is raised whenever a change 
in’ systems is proposed, in business as Well as if thems a 
is along the lines of anticipated organizational change. In 
this context, for’ the JON considevation, tne questions ve 
aligned also with the change in information accumulation and 
flow inherant in MS and 1¢S. The systems are to require more 
information to be gathered and reported. The increased infor- 
mation is an established requirement for the functioning of 
the Planning,*Progranming, Budgeting “and Aporaise le syocens. 

“Prteres tingly enougir, mutcn OT  Ulewaacrrd 

Seems to be available at the lower echelons of the 

three Military Departments, but the specific reporting 

systems for transmitting the data tothe higher command 
levels have not been established. For example, detailer 
information on maintenance and repair costs of many 
types of equrpmene, 1S Kept at the ims ta! le) one 
where such activities are performed. T[his is very 
useful for estimating current and FULUTe costs sommume 
program elements containing such equipment, but this 
information is not now transmitted to higher command 
levels where programming data is assembled and 

Summarized." 

To process the added information requirements the 
change, if any, appears to be additive and not subtractive. 
More personnel will be needed to obtain the information and 
ime it into the format necessary Tor machine operdcions. So 


formal command organization changes are required as I now 


look at the proposed changes. 


lpert Mogin, Director, Financial Management Education 
and Information, Office of ,the pAssistant SecretaryleriBerense 
(Comptroller), in a lecture given to the Navy Graduate 
Financial Management Program, George Washington University, 
2 November, 1966. 
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To accumulate sthesinfe@rmation that 1s (To speer oad 
severe changes will be necessitated in the sO Meanii ape 
The eleven digits that are Made aya liable st omconmmange mace 
use in the unit systems 1s where the change must occur. The 
requirements for Fund wCodesand Fisgale Yeq podava sieleleemenena 
changed. Jhe standardized items affecting the JON through 
RMS are the functional and sub-functional codes, elements of 
mooense and. the cost account meodese 

When I initially began this study, interest was being 
focussed on the standardization of alleging i tseof athe N. 
iieing the course.of research the intent was changed to the 
obtaining of the information that is required ow lenlieaving 
Geadigit field available for usé by unit commandeys toscia 
seacific dunfornabihonethateis, required giasbiam lipo: 
momroach permits more flexibiliby and also reduces the aonge 
Oi escandardization effomts necesisateped fomatnem Oh eg tem: 
mie purpose of the JONJIs Still to Satis sence rea Ui asa. 
pos teaccounting. informagionerequl cements wot sagonien seca ions - 

The use of the common categories of iiimouine 10 nma)s 
being established with the fiest phasemof Rijs. Project PRIME, 
ome) July, 1967. A change in oe JOM struc titire @By shite tierce 
is not feasible, but ultimate use of categories for command 
management of resources and exterior reporting requirements 
is necessary and in the long run, must be the most efficient 


use of the resources committed to this type of activity. 





CHAPTER IV 
SUMMARY SAN Di CONGISUS Gils 


The question™of tne need for further svtamaae jacana 
Of the JON 1S not a problem unto 1tset. 1%” 1Siemecmae sem 
due to the changing environment within which the Marine Corps 
1s operating, and must be resolved with due consideration to 
ame external Tortes that are* requiring otner "chance smas Women 

The awakening of Management to the capability of 
Powe to process the® voluminous flow ot cata im a ini neentam 
time frame, while eonpimaing pevevant Antormatron chav homer 
value to managers for the decision making process will 
augument the present pressure for standarized data bases. 

RMS and I¢S are just two of a growing number of 
systems within and without government that are being developed 
based on uniformity, the standarization of methods and 
procedures in an effort to become more efficient and effective 
ma tneir operations. “Such efforts are Wwoewall tiedeto tie 
use of ADPE, though the capabilities available through its 
use may be tire’ impevis for ote r sero yume uD a ae ons 
Meidarization of methods and procedures to be the benefit 
of people and organizations is aon a sign of the times. The 
capabilities found within ADPE will maintain a constant 
mressure for utilization of the stegvated Gn toi eines 


Boncept, aSemanagers and systems. tecliniel ans ead ene Mane 





a 
thoughts to perceive the adaptability Of WiiLetiemea lec ie. 
tO auromated proceeeece 

Growing awareness of joint programs and problems 
is Bringing about closé@r e@operat ionwanaweens fi-vietlvomen come. 
between the separate services. On June 2Wof last years as 
“Agreement of Joint AMC/NMC/AFLC/AFSC Commanders Meetings," 
was signed formalizing the efforts of the commanders of 
Major Development and Logistics agencies of the services in 
this endeavor. In the language of the agreement, the meetings 
are held “in recognition of the continuing need to resolve 
interagency problems, facilitate the exchange of information 
Bc accomplish joint studBes ands taske™4 pertinent to these 
four commands cutting across service lines. The agreement 
Grojyects two broad’ objectives for its’ activitiesswithin same 
Scope of the material/logistics field: 


a. Prevent duplication among the services 
by Joint utilization of personnel..Lote | ligence., 
facilities, equipment, Supplies @arameny ites We all 
cases where military effectiveness and economy of 
resources will thereby be itncreased. 


'™D. Conform to ulePorn™ po ltc tes fad 
sua nica dt Zico nema teu 1a.) udinudel © Case dec oineciniice 
systems design, forms, termi nmoleqy tanec Grertemra for 
the procurement, .veguisttion. Storage, isan spc piece |). 
distribution, 1ssue and maintenance of weapon systems, 
supplies and equipment consistent with the specialized 
needs essential to the effective functioning of each 
command."3 


ljameismile Trainor, Joint Meeting Ss Hetgauke Wie 
Management Force, Armed Forces Management, August, 1966, p 46. 
tibid, p 48. 
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RMS will, through 1ts applied breadth sep came 
services closer togetner ifn their wrocedtimes j0pmaceoumannd 
for the utilization vot resources oo SUA enc iy oe Seon 
from the usage of EQB'S,.and the comsol 1 dat! Oleo tau meen one 
sub-functtomale Cost. co@e dma expense element categories. 
The requirement of RMS are applied to all the departments 
within DOD, essentially, to assist managers in the effective 
ama efficient use of resources a@il?Tucated to tmene in frevatwonm 
mo an approved plan costed in the EVE "Toeprovrde 107. eme 
Sencrol of tne systems ‘ds wel] aS Por eCVdlUatlionm Of ts 
effectiveness, prescribed categories nave been established 
from which data is to be gathered by the managers in a manner 
consistent with the reporting requirements of the system 
M@roper. the financial system within 145 will provide a means 
to accumulate and retain this same information as generated 
Be tne responsioility centers, cost centers, anid sub-cost 
enters for use by the commander, the Commandant and his 
staff in satisfying the external reporting requirements of 
mse in addition tovtne explicit needs Of Clevmarince VCOrps. 
The Marine Corps is actively expanding into the 
further use of ADPE, not only in the functional activity of 
financial accounting process. Computers ‘are anticipated to 
provide information to field commanders on tactical 


eensiderationw im the not to distant future. 








a 
"We expect to have automatic data processing 

machines on the battlefield in 1985, releasing even 

more Marines for duty in the front lines. These 

machines will be light, portable, andiacel rait ceeey 

tightly integrated automation of supporting fires 

and the extreme rapidity of response to front line 

requests, there will be a proportionate increase 

in effectiveness of fire controle. . ie Wwe titers 

highlight this important fact: that management tools 

are applicable t@ tactical situaerons ) ou 

For the expanding number of systems to handle the 
volume of inputs which will be generated, entry of data for 
processing will be facilitated by a uniform, standard format 
and procedures. This is especially relevant in the functional 
areas of financial accounting and supply. The differences. 
apparent in MUMMS over its predecessors is an illustrative 
example: "it would be run by a new concentrated organiZa- 
tional structure; it woulda use modern mass storage, direct 
access computers; and it would operate with processes 
completely redesigned and uniform. "2 

The JON system now incorporated throughout the 
Marine Corps will mot provide the data im the areas as 
directed by RMS without modification. The functional, 
Sub-funcitional catégorwes, cost eodes anid *efemeniemot GA pense 
Heterminations are mot #ncluded in the current JON structure. 


Wor correct this deficiency will require’ furtherss tandardization 


of the JON. As more information is to be’ needed for the 


lscot MacDonald, Data Processing Joins the Marine Corps 
For Battlefield Support, Armed Forces Management, March, 1967, 
pp 41-42. 


emajor R. P. Nalling, U. S. M. C., MUMMS the Word, 
Marine Corps Gazette, JdanWany,.i767 , poe 
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operation of RMS and 12s, correspondingly. more 1) po rmeannen 
must be reported. 

The increased information will be generated in the 
responsibility centers within processes UScauuo mene mon 
the utilization of allocated resources “and tien sco) mec came 
costs. The information demands of the developing systems 
are sufficiently more inclusive in relation to te present 
m stems as to require more StandardiZeqsinputs ine omen 
accounting system. 

With the exception of the currently prescim) Die demu 
mode and Fiscal Year designator Systems, the current JON 
structure appears open to change. With the developing 
requirements to account for expenditures under EOB'S by 
functional, sub-functional, cost enter and element of expense 
designators, the need is evident for their inclusion in the 
@ecolnting process. {fhe wajor etfort in the account ima 
meocess is the JON, therefore, it 1s only Watural thatwie 
change in the requirements be reflected in a change in the 
reporting medium; further standarization of tne JON, 

The multiple benefits that can be anticipated from 
mre adoption of a further standardizea JON are signitieaqe 
when viewed to the overall emphasis on the management of 
resources as examined through the compilation of financial 
mestsethat are aggregated against an approved E08. | Tile scost 


data will be accumulated by a JON system which must be more 
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Standardized. As emphasized at the Resources Management 
Seminar hetd in Washington Dy (Cleary ci6 - oie oG fee oem 
order structure that is sto be ulilized milist spec designate 
accrue costs from the cost center and suUbeCoOsil Genie Serene 
and also, provide the financial details by functional and 
sub-functional categories, and expense elements as established 
by RMS. 

The inefficient utilization o@ Fesourcesme ie aaa 
Mecnines, througn duplicity and cross-referencingd o7 ane 
Systems to arrive at information required for higher echeton 
meports is open for reduction, as is the retraining cyeles 
mecessary to orient transferred personnmei intopgtie TuUncercmmna 
unit systems. The data to be compiled by tne JON 1s to De 
utilized more fully in the management control and review 
process. The cost data accumulated Dy JON'S will be used to 
emeck the actual pegformance against plannederes wits jaan 
Sstablish the variances as they occur. —0B requests will be 
aeeoorted on the historical cost datagconpi led franavon Uraers 
as modified by known charges for coming periods. 

The financaal accounting. for tne vex pend me Gomog 
resources under the programming and budgeting systems will 
assume greater importance than under any previous management 
system. 

"Programming and budgeting systems will: 

"]. Be correlated as fully asmpossi1b]eyuieen 
each other and with management accounting systems, 
using common data elements and definitions, trans- 


latable structures and non-duplicative procedures 
and scnedules. 





oie 
' Cee BO ORGaANIZEd SO as tO etOCUc mon sole 

goals, purpose@s™and outputs of the Department son 

DeTense, and on the costs of achieving these goals. "! 

In order for the systems to assist commanders in the 
accomplishment of his mission, they must provide him with 
the information he needs when he requires dal neat 
ensure that his assigned mission gets done well and at 
minimum cost. To obtain this cost data will be the job of 
the JON structure within the sphere of financial management's 
Mmosts accounting processes. 

The question of a requirement for further Ss Gata 
1zation of the JON system is a relevant one which has broad 
implications into the developing management system. With the 
secduled onset of the first pnase Of —RMSS Project on 
Ieculy of this year, “the ne@dis also veurgentae™ Vileer oa. on 
for the problem is evolutionary, caused by the rapidly expand- 
ig witilization of ADPE. iim management. renoct ing “ond G0 nti 
Drocesses. The precept behind RMS and 1*S is rooted in the 
increasing integration of ADPE into the total information 
system concept. Because of this evolution, the need has 
peaisen for the further standard! 241101 0 fine Gls oe 
and as a consequence of the development of the total 


ji@rormation system theory, Will dictate its *a@eceomplisiment. 


lDepartment of Defense, Resource Management Systems 
mr the Department of Defense, DOD Directive /000) ea22asugucr, 


Ieee; p. 3s. 








APPENDIX I 
SUMMARIZED DEFINITIONS OF DOD DESIGNATED FUNCTIONAL copes. ! 


The definitdons of the fumet ji oma) codes mianvemsstec | 
abreviated to provide an overview of the breadth of each 
Oim theesfunctionaleeateg om coidesemmeio effort is here puppopied 
to rigidly explicate those functional categories whose content 
appears» tomoverhap and dupdacatesthat of another categorye It 
je to these functional accountsethat) costwaccumulaciem 
precedures must» comply. | 

1. Functional Codesp As B, & Cy (Migs i ome0 plerat icine 
Includes expenses incurred for direct accomplishment of the 
@bjective of a program element... 

Coe Flncthenal Code D (Administration). Une lude 
the expenses of general and administrative functions not 
performed as organic support of organizations covered by’ other 
functional cabegomleses i 

3. Functional Code —E (Supply Operations). ime mudes 
all functions performed by organic supply departments, except 
Gasposal, for which separatel Funetiemalm €ategorm cs Faye 
established... 

4. Functional Codes F and G (Maintenance of Material). 


Includes expenses for the maintenance of military material not 


bu. S. Department of the Navy, Financial Management 
or Resources, NAVSO P=3006, 2 December. | YOGn 902 care 
2 50a 
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charged to 0 thGigegaiipiaiouicee 

5. Functional Code HufiDispesadi. InieWldesme queue: 
incurred for the preparationmior diispe@calle cide cme no | 
of scrap, Salvage, surplusgand foreughi excess "pigiconia | Saigo 
and lumber and timber products; and direct reimbursements to 
working icapitalestockfiunds for obsolescence lossocmiuios: 
micluded in standard prices Gf Material a. 

6. Functional Code J (Nedical Operations). Includes 
expenses for providing medical and dental care to civilian 
mersonne! and to military personnel) and theim dependemecr 
ee related functions... 

7. Functional Code K (Overseas Dependent Education). 
Includes expenses incurred for education of minor dependents 
overseas. Includes expenses for maintenance of related 
meoperty facilities. 

8. Functional Code L (Base Service). Includes expense 
for miscellaneous base support functions (other than Public 
Works functions) not otherwise includes in other functional 
@avegories... 

9. Functional Coded (Maintenance of Real Property). 
Includes expenses for the maintenance and repair of real 
property, except as otherwise included in other functional 
mere gories... 

10. Functional Code N (Utility Operations). Includes 


the expenses for procurement of production and distriputionroen 


Peilities... 








ee 

11. Functional Code P (Other Engineering Support). 
Includes expenses ror miscellaneous base Support Tunetions 
not otherwise included in Gther Funct i Ola imeed uego cee 

12. Functional Code ® (Minor Cons trieticon ae nem 
empienses for@the section, installation, or assemuly 07 oa 
new real property facility; the addition, expansion, extension, 
alteration, conversion, or replacement of an existing real 
Sroperty facility; or the relocationme, a iweal prepare, 


meeility from one inStalMatiom to anotiem .. 





SRE Rey tl 


SUB-FUNCTIONAL CATEGORY CODES APPLICABLE TO ADMINISTRATION 
Moose nme 


Administration (Code D). 


ee 


(1) Definition. Includes the expenses of general 
and administrative functions not performed as organic support 
of organizationssecoveredsbytother functional categories. 
Includes expenses@™incurred for command, management. administra 
cron, inde! li genee; inspection, wifowmatiwon legal, financial, 
welfare, meligiows;;and related @fiuinet Wome) Includes expenses 
of automatic data processing when performed on a service 
center basis or when performed by a component of the | 
Organizations performing the foregoing general and administra- 
tive functions. Excludes expenses of administration within 
the Supply Department, Medical Department, or other depart- 
ments included in other functional categories. 

(2) Sub-Functional Category Codes 

False) ACH VITIES 

D1 Administration, General 


DZ Reimbursable Costs 


se Department of the Navy, Financial Management of 


Resources, NAVSO P-3006, 22 December, 1966, p 2-34 and 2-35. 
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DEPARTAENTAL AnD CENTRALLY HANAGED PROGRAMS 


D2 
D3 
D4 
DS 
D6 
D7 
D8 
DY 
DO 
DA 
DB 
DC 


DD 


DZ 


Departmental Administration 


Command Administration 


Contingencies - Congressional Travel 
Gontingencies = Official menresenucenan 
Contingencies - Extraordinary Military Expense 


Operation cf Office of Legislative Assistance 
Petroleum Reserve 

Claims 

Interdepartmental ACT] V iRees 

Defense Contract Audit Agency 

Defense Attache System 

Miscellaneous Administrative Costs 
Undistributed Adjustments (For use by NAVCOMPT 


only) 


ReImbDuUgsemee Cos is 


Wee 6 6SUD-functional Dl and DZ wse COS Peaeeo 7) eee, 


ADMINISTRATION. With sub-functional categories D2 to DZ use 


@est account I111. 





APPENDIX ITI 
cosT Accounts! 


1]. General. Cost accounts are eStablisnedetometa aan 
bransactionS.accordimgust ont hemson Os CANO Uilgiaiic dl GalenOi | See OGRE 
accounts will be used to identify uniformly the contents of 
management report requirements. When the activity does not 
use a job order system or other internal coding system, the 
e€ost account numbergemay be insertedaiesene. CoceCode pce 
of the accounting classification structure. Appropriate 
Functional and Sub-Functional Categories are used in 
conjunction with cost accounts. The level of detail to be 
accumulated by the cost accounts prescribed herein will be 
determined by Expense Operating Budget Grantors except for 
specific requirements of Office of Secretary.of Derense, 
M@itice of Navy Comptroller, and Conmand vevomrine- 

2. COST AGGIMIVim CODES: 


a. General. The cost decounmt codes carer. ted im 


See ee 





sopars. b througn am, 
b. Unassimjmed.  AuMPP site m rule comemme lic tel eit comrae 
not require an analysis of cost in detail. Those sub-functiona) 
| 
ly. S$. Department of the Navy, Financial Management 
of Resources, NAVSO P-3006, 22 December, 1966, pp 2-43 to 
2-45. 
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I 54a 
categories not requiring any analysis Of cost will Use the 
following “cost aceountien 
COST SACC OUT DESCR EPR Gh 
Leta General 
c. Administration. Cost accounts pio cGy iit teen 
are to be used to@identify administratl vVemeus Seger espe 


mMunctional categorie@smmle through ze 


Sub-Funct rom D1 ana@ Zz 


COST AG@OUNT DESCRIPTION 
1A00 COMMAND 
1A10 Command and Executive Offices 
1A20 Reception Office 
}A30 Publicwlnformation Uftice 
1A40 Legal Office 
1A50 Chaplain’s Of fice 
1AX0 Military Absence 
1800 MANAGEMENT ENGINEERING/ 
INDUSTRIAL MANAGEMERT 
1B10 Operations 
1BX0 47 eee Absence 
1¢C00 Gore BC ben 
Leake Administration 
ead) Internal Review 
mes Budget and Statistics 





1 G20 
e508 
1C60 
1C380 
Grae 


- 65 


ACCOUNT 


Cosa 


1DO0 
1D10 
1D20 
1D30 
1D40 
ee 
1D60 
1D70 
1DX0 


TEOO 
1E10 
1E20 
eee 
1E40 
bE 
1E60 
TEXO 


Accounting 
Payrioim 
Fimtencialeliveneory Control 
Disbursing 


Military Absence 


DESCRIPTION 


CIVILIAN MANPOWER MANAGEMENT 
Administration 

Employment 

Wage and Classification 

Employee Relations 

Employee Services 

higeaahah. 


Safety 


Military Absence 


MILITARY PERSONNEL MANAGEMENT 
Administration 
Officer Personnel Records 
Enlisted Personnel Records 
Training 
Barracks and BOQ 


First Lieutenant 


Military Absence 


“OO 


Iya 
lea 
Peo 
1F40 


lata 


1G00 
1GX0 


1HOO 
1H10 
1H20 
1H30 
1140 
1H50 
1HXO 


1J00 
1J10 
]JXO 


1Z00 
IZ 10 
0 
1Z30 


Ca 


AND 


ECTAL 


E 


VLGe 


re 





Commissary Store 

Navy Excnange 

Special Services 

Other Nonappropriate Fund 
Activities 


Military Absence 


INDUSTRIAL READINESS 


Military Absence 


ATA PR 


Se, 


COE eta 
Administration 

ADP Analysis and Programming 
ADP Operations 

Key Punch Opnerations 

ADP Clerical Operations 


Military Absence 


ADMINIS LRAT IME SOFFICE SERVICE 
Printing and Reproduction 


Military Absence 


MISCELLANEQUS 
Incentive Awards 
Severance Pay 


Military Cost Variances 





1Z40 
PZ 510 
266 


COS TAC Coun T 
aso 
1Z80 
1280 


[Zao 


1ZBO 


weC 0 


JeZD.0 


1ZX0 


SubeFunetiong DZ > tirougn OD 


COST ACCOUNT 
1111 


Patent 0 Tike 
Navy dot 10 -P1CtUre Sex erienia 


Family Service Center 


DeS C Rae 1 GN 
Retroactive Pay Increases 
Acquisition of Minor Property 
Acquisition'of @iass® 38 Plant 
Property when chargeable to 
Operating Budget 
Accrual & Payment of Leave 
& Fringe Benefits 
lvseta ichation ose PahanebeP aomert y 
C Wersis § 3 
Maintenance of Minor Property 
Classes 
Undistributed Expense 


Military Absence 


DES CRIT TLON 
Departmental Administration and 
Centrally Managed Administrative 


Functions 








APPENDIX IV 
EXPENSE ELEMENTS 2 


1. GENERAL. Each expense identified to a funetiond! "cacecom 7s 
Sub-functional category cost cente;. ane sib coe Commer 

will also be identified to a specific expense element. The 
identification can be by means of a special code in the job 
order structure, by grouping of like documents (such as a 
macerial distribution), or through some other loca lle 

designed system. | 

a verti lt lLONs 

A. General. The expense elements with codes assigned 
mor external reporting are detined if Suboaryrs. beth roune, 

B. Military Personnel (Code A). Includes thes cos taro, een 
services of active forces military personnel, computed at 
mee standard rates except the cost of trainees and lndsciened 
personnel. 

GC, WMilitary Trainees (Code By Inlelitde<erpewc cule 
moaee cost of offices, cadets, midshipmen. aidecn | loten 
@ersonnel (including recruits} undergoing PCS training at a 
mervice OY civilian School, trainimqecentews, Iwas tiie 


moancermn.Or Simtlar,o“rganization... and Who ame acc dnedere 


LL peas Department of the Navy, Financial Management 


of Resources, NAVSO P-3006, 22 December, 1966, pp 2-95 - 2-98. 


Pome 





student detachments. (For workload purpose, work units will 


include all students; vegardliess so fecotmec) - 


ee 





ee 





D. Military Personnel Unassigned (Code C). Includes 
the standard rate costeof patients ser is 0 1 eign) Genoa 
military personnel not identifiable with a functional account 
and not otnerwise accounted for, such as personnel AWOL or 
missing for 30 days or more and personnel awaiting Separation 
or duty assignment regardless of where located. 

E. CivilianyPersoynel (Code 0). dnjelivges Bake wees 
of the services of civilian’ personnel as defined for Bureau 
of the Budget Object Class 10 (Personal Services and Benefits). 
Includes personnel compensation, such as regular salaries 
and wages, additional compensation such as overtime pay, 
special and miscellaneous payment for personal services such 
asmecommissions and fees, and pdayments mage to,othner agepenes 
for services of employees or reimbursable detail; personal 
benefits such as allowances to employees and payments to 
Gener funds such as the retirement fund; ad Denon iG 
former personnel. 

F. Travel and Personnel. (Code E). Includes the cost 
Of ubravel and tyansportation of +perseniwe leds defined for 
Bureau of+the Budget Object Class 21 (Travel and Transporta- 
tion of Persons). Includes transportation such as commercial 
transportation charges, rental of passenger carrying vehicles, 


mimeage allowances andetolls; subs istepCegsGo nat nave Lers such 





. Je 
as per diem allowances; and incidental travel expenses such 


as baggage transfer and telephone expenses. 


G. Jransportation Of, | hig s) si le aly ies eee 
Command (Code F). Includes the cost of transvoreatlcnmenn 


ee 


things as defined for Bureau of the Budget Object Class 22 
(Transportation of Things) when shipment is made via Military 
Airlift Command. 

H. Transportation of Things - Commercial Air (Code G). 
Picludes the cost of Cransportation Of Eni hosmas cen ined, on 
Bureau of the Budget Object Class ss (Transportation of 
mrinds } when Shipment is made via commercial air. Excludes’ 
shipments made via commercial contract hire aircraft 
(QUICKTRANS). 

IT. Transportation of Tings = "1 bar yee aaa 
portation Service (Code H). Includes the cost of transportatio 
of things as defined for Bureau of the Budget Object Class 22 
(Transportation of Things) when shipment is via MSTS. 

J. dransSportation of Things - Imland leans tom vaso 
(Code J). Includes the cost of transportation of things as 
defined for Bureau of the Budget Object Class 22 (Transporta- 
tion of Things) when inland shipment is via rail, truck, or 
@eher inland transportation. 

K. Transportation of Things - QUICKTRANS (Code K). 
Includes the cost of transportation of things as defined for 
Bureau of the Budget Object Class 22 (Transportation of 


Things) when shioment is via commercial contract hire aircraft. 





= Jap 


L. Transportation of Things.- Other (Code 1). 





Includes the cost ojfietrans piomtat ions fetinneiceedS dean eras 
Bureau. of the Budget Object Glass 22 Trane oot ot 07am 
when shipment is not covered by one of the types of shipment 
described forsehement eof mexpensiemeodeicn F tilmamntciimke: 

Me. = Ute. Li ties. ( Codeu Mil nic Julies ect Wiese tenon mucin 
Lagiht.,... Lowe rgewarte rggagias gueilieiiiiriei ty wend sciiier Utama 
Services except. transportat ian sang scommUnurecct tionesie Veco 
thas yelement of expense correspondss tothe uthlities gervices 
portion of Bureau of. the Budget Object Class 23 (Rents, 
Crmmundecations.wameds Utilities). 

N. Communications (Code N). Includes the cost of 
Gannuniycations asedefined,yfon Bhat gpontionpotethe Buredaugar 
Mitieehudget OojeGts C lace? wide tial ped ea Seec Ommlin 1 Cdl 1 ons 
services. Includes charges for the transmission of messages 
fam Dkhace to wp lace, contractual telephone and teletype 
Fervice, pos tageulothewestbhanwna rc edlmeniess ) aaicentelolinioica: 
office boxes, and telephone installation charges. 

QO. Purchase Services - Overhauls (Code P). Includes 
costs of overhauls, restricted and technical availabilities 
of ships, overhauls and progressive aircraft, reworks (PAR'S) 
of aircraft and similar expenses incurred at depot level 
maintenance activities, in-house or commercial. 

P., Purchased Services - Other (Code Q). Includes 
the cost of rents of land, structures and equipment (other than 
transportation equipment); contractual printing and repro- 
duction such as work done on ene presses, lithograpning 
and other duplicating related binding operations, pnoto- 


efatino. Hlitledvrintinag. oDnOLOodrabny. ana miero) Wiiinae 





. 
other contraciiad services not otherwise Classified such as 
repairs and alterations, storage and maintenance of Veneles. 
stenographic services, subis igten@es and ssupwert of Spensiens , 
publication of notices, advertising and broadcast time, 
tuitions, insurance premiums, research and development, 
operation.of facilities andmothermsienwieemconitir acme . aan 
expense transfers and rei mbulrSeiskes Chia pho@icme@ss SCY Vices 
performed by sone sacthimityefonmemiether. “Conmmesinands tomate 
grents.” pertign of Bureau 0 feet hemswicdge t Gb jieic tesa Saer 
Obgect Classo24.(PrintingsandaReprodnicti on)mainGiOiby.e c Halilias s 
ZeOther Services). 

Q. Aircraft POleiGode chi! niedidcs  thickiess tao f 
fuel (including fuel additives) and lubricants consumed by 
aircraft in flight operations and maintenance. 

R. Ship POL (Code S). I[neludestthe costeof fuel and 
W@bricants comsumed by sivmps, service eciWaft and other Wessels. 

S. Supplies (Code T),omlmielt des themeestieotieaia 
consumable items. 

T. Statistical Changeoudt her Thane tangatodeml)) . 
Includes the amount of consumable Appropriation Purchases 
Account (APA) material issued with a statistical charge 
against an expense operating budget. 

U. Equipment (Code W). Includes the cost of all 


nonconsumable items meeting the "Expense" criteria in par. 


sel-2b. 





eee 


V. Other ExpensiemilGode X). Includes Giescosteo; 5 jee 





eo 


of resources not otherwise provided for, such as investmenes 
and loans, grants subsidies and contyibutiers mcm amec 
claims and indemnities, interest and dividends, payments in 
lieu of tames, aired Ojtshe remiems i Ginsef ican cost. , 1. e2.eeost 
which do not exceed one tenth of one percent of the total 
activity budget,«or Séi00 gewhwechewer is gG neatiens 

WwW. Service Credits (Code Y). This element of expense 
will be used to accumulate the credits for charges made to 
Functional categories or program elements within the same 
entity. These credits decrease the expenses for the 
functional category or program element which earned the 
credit expenses, and they are to be contrasted with 
reimbursable transactions which do not decrease the expenses 
for the functional category or program element under which 
the expenses are accumulated. The purpose of this element is 
(1) to avoid the transfer of expenses by individual element 
of expense and (2) to providetvisivility “growth gress 


expenses incurred and net expenses of functional categories. 
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